
~ ~ ~ ~ u n i c a ~ i o n s  with res~ect to this d ~ ~ ~ ~ e n ~  s ~ o ~ d  be sent to: 

 arc^ 14, 1995 



* , 

* 

a * 

a 

0 
I) 

Series 100 
~ntruduct~on And S u ~ ~ a ~  

Series 200 
S e ~ ~ c e  And Fares 

Page 1 o f 2  

~ u ~ ~ e r  
Of Pages 

3 

1 

2 

4 

I 

2 

I 

2 

2 



, 2 I 

0 

r )  

a 

e 

0 

Series 400 
fin an cia^ 

1 

CO-401 ~ u ~ t ~ e n t a ~ ~  ~ s t ~ ~ a t e ~  Profit And Loss S t a t e ~ e n t  4 

C O - ~ ~ ~  C o n t ~ e ~ t ~ s  ~ s t ~ a t e ~  Start Up Costs 
For Turu~tu 

Series ~ 0 0  
~ a r r i e r  S e l e ~ t i u ~  

1 

2 

cu-501 Cuntinenta~ Wiu. Be Able To A ~ c e s ~  20 ~ ~ t e r ~ o r  I 
C ~ n a d i a ~  Points T ~ u ~ g ~  Its ~ a ~ ~ e   it^ 
Air ~ a ~ i e r s  

CO-~02  ~ u ~ t  Other A p p ~ ~ a ~ t s  ~ e a d ~  Have A~cess 
At ~o ron tu  

2 

1 



INTRODUCTION TO DIRECT EXHIBITS 

C o n t ~ e n t a ~ s  direct e x ~ ~ i t s  show that C o n t ~ e n t a ~ §  ~ r o ~ o s e ~    or onto 

service will e ~ a n ~  o ~ t ~ o n s  and bene~ t s  for the  atest st numbers of travelers by 

p r o v i d ~ g  s ~ ~ i c e  at New Y o r ~ e w a r k ~  the largest Toro~to O&D market. New 

Y o r ~ e w a r k  is by far the largest U.~~-Canada market lacking c o ~ ~ e t i t i v e  service 

by two U.S.-flag carriers. New Y o r ~ e w ~ k - T o r o n t o  is twice the size of C ~ c a g o -  

~ o r o ~ t o ,  which has two U.S,-flag com~etitors ~ e a d y ~  The ~i t tsburgh market 

~ ~ ~ i c ~  is & ~ e n t l ~  served by two US. carriers under ~ t ~ r ~  exemption a ~ t h o r i t y ~  

is only 4% of New York, ~ ~ n e a p o ~ s ~ ~ t .  P a d  is only ~% of New York, ~ t l a ~ t a  is 

only 12% of New York and St. Louis is only 4% of New York. 

C o n t ~ e n ~ ~  today has no direct  oro onto  access^ and Newark has had no 

~ . S . - ~ a g    or on^ service since ~ ~ r i ~ a n  a b ~ n d o n ~ ~  the ~ e w a ~ k - ~ u r o n t o  market 

years ago. Indeed, C o n t ~ e n t a ~  is the only carrier with a major dome~tic hub in 

the east seeking its first hub a ~ c e ~ §  at  oro onto. As ~~~~t C ~ - ~ ~ 2  shows, other 

a ~ ~ ~ c ~ n t s  with ea~ te rn  hubs already have   or on^ a ~ e s s ,  and ~S~ has ~ e a ~ y  

aban~oned as   any gat~ways as the U.S. has a v ~ a ~ l e  to it in the first year of the 

new "open skies" a ~ e e ~ e n t .  

Con t~en ta l  is ~ r o ~ o s ~ g  two daily ~ o u n d t ~ ~  ~ g h t s  -- the ~ ~ u m  

~ e r m ~ t ~ e d  -- at its Newark hub opera~ing Boeing ~ ~ ~ - 3 ~ ~  ~ c r ~ .  Cuntinenta~ 

also plans to place its code on Air C a n a ~ a ~ §  ~ e w a ~ k - ~ o r ~ n t o  and ~ a ~ u a r ~ a -  
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 oro onto fli~ht§. One Cuntinental ~ e w a r k - ~ o r o ~ t u  flight will p r o ~ ~ e  through 

§ e ~ i c e  for ~ r l ~ n ~ o ~  and the other ~ g h t  will ~rovide t h r o ~ g ~  service for Fort 

~ a u ~ e r d a l e .  ~ ~ x h i b i t  ~~-~~~~ Both flights will cunnect with n u ~ e r o u §  

C o n t ~ e n t a ~  ~ g h t §  at ~ e w a r k ,  ~ c l ~ ~ i n g  both business and p ~ e a § ~ e  travel  point§^ 

As shown on ~ x h i b ~ t  ~ O - 3 ~ 1 ,  ~ o n t ~ n e n t a ~ §  propo§ed ~ . ~ , - ~ o r o n t u  ~ g h t §  

will benefit 142,421 total annual pa§§en~er§. Of these, 5 ~ , 9 6 ~  pa§§enger§ will be 

local ~ e w a r ~ - ~ u r o n t o  ~a§§enger§. ~ ~ o u ~ ~  t r ~ c  w o u l ~  be ~ ~ § t r i ~ u t e d  a ~ o n g  

53 US.  point§^ One-§top service will benefit ~ , ~ 5 8  Ft. ~ a u ~ e r d ~ e  and 12,879 

~ ~ u p e  t r ~ c .  

Cont~nental will ~ u ~ p e t e  fur t r ~ n § ~ o r d e r  t r ~ c  as it co~pe te§  for d ~ ~ e § t i c  

US. t r a ~ c  by p r u ~ d i n ~  ~ n o v a ~ ~ v e  fares and rates to serve the market. 

~ o n t i n e n ~ ~ s  initial propo§ed fares and rates are c o ~ ~ a r a ~ ~ e  to those in the 

market today, which C ~ ~ t ~ e n t ~  believes reBect c o ~ p e t i t ~ v e  p ~ c ~ g  levels. 

~ X ~ ~ i t §  ~ O - ~ ~ ~ ,  ~~~~ 

Cont~en ta l~§  firm date for ~ § t i t ~ t i n g  service in the ~ e w a r k - ~ o r ~ n t o  

market is June 22, 1995. ~ o n t i n e n t a ~ §  fleet include§ 59 ~ - ~ 3 ~ - 3 ~ ~  a ~ ~ r a ~ ,  and 
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additiona~ ~ - ~ 3 ~ - 3 ~ ~ ' s  will be de~vered in 1995. Cuntinental is c ~ r e n t l ~  

~ e a ~ g ~ ~ g  its du~es t i e  mute ~ ~ s ~ e m *  and the ~ e a ~ g n m e ~ t  will provide the 

n e e e s s a ~  a ~ e r a ~  time. C u n t ~ e n t a ~  estimates that its ~ ~ w a r ~ e ~  Yo~k-~urontu 

service will euns~me 1.6  on gallons of fuel a ~ ~ ~ y .  

Since no final de~isions have been reached on § ~ e e ~ c  ~ o n t ~ e n t a ~  code- 

shar~ng a r ~ a n g e ~ e n t s  with Air Canada, a ~ e s ~ r ~ p t i u n  of the pro~osed ~ o d e - ~ h ~ e  

services cannut be ~rovided at this time. ~ u n ~ t h e ~ e ~ s ~  ~ o n t ~ e n t a ~  intends tu 

~ r u v ~ ~ ~  eude-s~are services b ~ ~ e ~ n  its ~ u i n t §  in the US. served t h r o ~ ~ h  ~ ~ ~ a r ~  

and both ~ o r o n ~ o  and ~ ~ ~ t s  served by Air Canada t ~ u ~ g h   oro onto* ~~~-~~~~ 

These c u d e - s h ~ ~  services will enable C u n t ~ e ~ t a ~  to market t r a n s ~ u ~ a t i o n  

b e t ~ e ~ n  the U.S. and ~ o ~ t s  be~ond ~ u r u n t o  far more e~ec~ively than other 

a ~ ~ ~ c a n t s  can. 



INC. 

Continental has ~ r o ~ o § e d  the ~ ~ u m  § e ~ c e  F e r ~ i t t e d  in the first year 

of the U.S.-Canada a ~ e ~ ~ e n t ~  two daily r o u n ~ t ~ F  ~ g ~ ~ s ,  ~ o n t ~ e n t ~ ~ s  B-737 

s e ~ c e  will r~s tore  U.S.-flag service in the ~ e ~ a r k - ~ o r o ~ t o  market, offer 

c o ~ ~ e t i t i v e  thro~gh- plan^ s e ~ c e  b e ~ e e n    or onto and both Ft. ~auderdale and 

~ ~ l a n ~ o }  and ~ t e ~ a t e  on-line ~ o r o ~ t o - ~ e w a r k  seMce with other flights at 

Cont~nental's ~ e w a r k  hub. Consumer§ will also b e n e ~ t  from ~ o n t ~ e n t ~ l ' s  ability 

to c o d ~ - s ~ a r e  on Air ~ a n a d a  ~ ~ h t s  serving ~ ~ ~ t s  ~eyond ~ o r 0 n t ~  to ~ r o ~ d ~  

seamless serv~ce be~ween ~ o ~ n t ~  in the US. and Foints in Canada served t ~ o ~ g h  

~ u r o n ~ o  by Air ~ a n a ~ a  and its alliance c ~ ~ ~ u t e r s ~  F i n ~ y ,  ~ o n t i n e n t a ~ s  a~i l i ty  

to &od~-share with Air Canada on its ~ e ~ a r k  and ~ ~ ~ u a r d ~ a - ~ o r o n t u  flights will 

enable it to Frovi~e ad~itional o n - h e  ~ ~ e - s h ~ r e  service b e t ~ e e n  US. ~ 0 ~ ~ s  and 

~uronto wh~ch would not o t h e ~ i s e  be a v ~ i l a b ~ e ~  ~ o n t ~ e n t ~  will also t r a n s ~ ~ r t  

s i ~ ~ a n t  a m o ~ n t ~  of cargo bet wee^ ~ e ~ a ~ k  and  oro onto. 

~ o n t ~ e n t a l  will price its   ass^^^^^ and cargo service ~ 0 ~ p ~ t i t i v e l y ,  just as 

~ o ~ t ~ e n t a ~ ~  ~ r o ~ o s e d  fares are based Cun t~en ta l  does in other ~ ~ ~ e ~ s  today, 

on ~ ~ p e t i t i v e  fares a v ~ ~ b ~ e  in the ~ a r k e ~ l a ~ e  today. 
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CONTINENTAL’S NEWARK ROUTE SYSTEM 

COEX = Blue 
GO Int’l = Blue 
SAS Codeshare -Rust 
Alitalia codeshare ~ Green ItQ ! 
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The fol~owing exhi~its i l ~ u s t r a t ~  the t r a ~ c  results of Continenta~s servic~s 

~e tween ~ e w a r k  and Toronto. T r a ~ e  has been forecast for each of the markets to 

each of the ~ o i n t ~  on ~ o n t i n e n t a ~ s  glo~al  route § y s t e ~  that will receive on-line or 

code-share service. Traffic €oreeasts ~ e r ~  derived using the De~artment~s O&D 

data as they appear in Table 15 of the com~ined T r a n s ~ o r ~ e r  O&D ~ u ~ e ~ .  The 

data  ear ended ~ o u r t h  ~ ~ a r t e r  1993) provided have been adj~sted for carrier 

u ~ d e r s t a t e ~ e n t s ,  based on ~ o n t ~ n e n t a ~ s  h ~ s t o r i ~  e ~ ~ e r i e n ~ e  c o ~ ~ a r i n g  actual 

t ~ a ~ i c  with re~orted O&D traffic (see ~ x h i ~ i t  C ~ - ~ ~ 1 ) .  Total indu~try d e ~ a n ~  for 

the twelve ~ o n t ~ ~  ending  arch 1996 was deve~o~ed by a p ~ l y ~ n ~  the ~ r o ~ t h  

factor that is presented in ~ x h i ~ i t  301. Continenta~s con~ervative growth for the 

Toronto market was derived from recent his~orie ~ . ~ * - ~ o r ~ n t o  experience. 

Cont inenta~~ market share of the ~rojecte market was develo~ed from an 

i~ t e rna l  f o r e e a ~ t ~ n ~  model which i n c l ~ d e ~  alternative sched~le ~onvenience, 

c ~ n s u ~ e r  ~references, and ~ o n t i n e n t ~ ~ ~  histori~ ~e r fo rmanc~  and ~ a r ~ e ~  

presence in each of the ~oints .  The ~ o d e l  w e i g ~ ~ d  a~~ernative routing~ a v a ~ l a ~ l e  

and p ~ o ~ e c t e ~  based on current ~nfor~a t ion ,  ~djusted for ~ u ~ ~ e r  of stops, 

connections, and degree of circu~ty. ~ n d ~ s t r y  schedu~es were a n a l y ~ ~ d  from the 

 arch 1995 ~ff ic ia l  Airline Guide. ~ o n t ~ ~ ~ n t a l  also included a ~ons~rvative 

f~recast of traffic carried b ~ t w ~ ~ n  internal Canadian ~ o i n ~ s  served by Air Canada, 

on the one hand, and ~ e w a r k  and i n ~ e r n a ~  U,S. ~ o i n t ~  served th rou~h  ~ e w a r k ,  on 

0 



the other hand. ~ ~ r t h ~ r ~ o r ~ ~  ~ o ~ t i n e n ~ a ~  a s s ~ ~ e d  that its a l ~ a n ~ ~  with Air 

Canada will ~ r o v i ~ ~  a minor m a r k ~ t i ~ g  ~ e n ~ ~ t  in   or onto, p r o ~ ~ G i ~ g  a slight 
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(3) 
ADJ 

(S1 
ADJ 

m 
GO 

TRUE FUR U~DER- PAX A~~~~ PAX MICT ADJ PAX 
O&D R € P O ~ T ~ ~ ~  1 993 ~ R U ~ ~  1995 SHARE 1995 

10250 1 0’00~ 1 1,275 5 . ~ 0 ~  1 1,839 1 0.00~ 1 ,f 84 
TPA 206~400 1 0.00~ ~7,040 5.00~ 2~8,3~2 2.00% 4,768 
TUS 13,110 1 0 . ~ 0 ~  14,421 ~.00% 15,142 0.1 0% 15 
VGT 10 1 ~*00% 11 5 . ~ 0 ~  12 0.1 0~ 0 
 AS 45,~70 1 0 ~ 0 0 ~  5~,567 S-00% ~5109S ~ . 0 0 ~  1,062 

 DITI IO^ TRAFFIC 

1 1 1 ~ 6 ~ ~  
5,584 
71300 
1,460 

TOTAL  NU^ TRAFFIC 126,052 



The fo~owing e x ~ ~ i t s  i l l~strate the ~ a n c i a l  results of ~ o n t ~ e n t a ~   ne^^ 

~ e ~ ~ c e s  ~ e t w ~ e ~  ~ e w ~ ~  and   or onto. ~ o n t ~ e n t a ~ s  services will be ~ r o ~ t a b l e  in 

the first year of o ~ e r a t i o ~ .  

To d e v e ~ o ~  unit costs for its ~~~~-~~~ up era ti on^, ~ o n t ~ n e n t a ~  used 

~ o n t i ~ e ~ t ~ ~ s  ~omest ie  e n t ~ t ~  ~ o r ~ - ~ 1   era^ s p e c ~ e  data for the year ended 

S e ~ t e ~ b ~ r  1995.  her ~eve lo~men t  ~ f t h e s e  costs is e ~ ~ a ~ e d  in 

~ x h ~ b i t  ~ ~ - ~ ~ ~ .  

~ t a ~ - u ~  costs are d e ~ v e d  from a ~ o ~ ~ i n a t i o ~  of actual market rates for 

pur~hased s ~ r v ~ c ~ s  and ~ s t o ~ e  ~ o n t ~ e n ~ a l  s t ~ ~ - u p  costs for North ~ e r i c a n  

~ p e r a t i o ~ s .  
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1I ~ j ~ e ~ ~ e ~ s  Other Revenues as a % of Pax ~ e ~ n ~ s  - ~ o ~ ~ ~ c  ~F~~~ 41 -Sched. P1.2 
for the year ended S e ~ t e ~ ~ r  30,1994) 
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UNIT TUTAL 
COST UNIT COST ~~I~ 

Total U ~ ~ i n g  Expenses 

T B H ~ ~  
~H~~ 
T B H ~ ~  

~H~~ 
~ 8 H ~ ~  

TBH 

7gH 

OEPT 
DEPT 

TBH 
1000 RPM 

DEPT 
DEPT 
DEPT 

RPE 

RPE 

PAX REV 
FKT REV 

two RPM 

1 ~ ~ S M  

~ 9 ~ * ~  
$ ~ * ? ~  
$90.~ 

$232.1 9 
~ 0 . ~  

~ 1 ~ * 4 9  

~ 6 * 0 9  

$1 0.85 
~*~ 

$19723 
$5.67 

$1 15-43 
$57.55 

$21 6-70 

$1 4.92 

$17.38 

9 ~ 0 4 ~  
1 ~~~ 

~ . ~ 2  

$6.84 

2,042 
2 , ~ 2  
2,042 

2,042 
2,042 

2,042 

2,042 

1 ,438 
f ,438 

2,042 
43,985 

3,438 
1 ,438 
1,438 

126,032 

126,032 

1 ~ , 5 ~ * 9 ~  
~ ~ , 9 1  2 

43,985 

64,238 
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E A R  ENDED 3rd Q ~ ~ ~ R  1994 

YES 
YES 
YES 

YES 
YES 

NO 

YES 

NO 
NO 

NO 
NO 

NO 
NU 
NO 

NO 

NO 

NO 
NU 

NO 

No 
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1.42 
5 2 8  
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NEWARK/NEW YORK IS THE LARGEST 
U.S. - TORONTO MARKET 
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E x c ~ u ~ e ~  Toronto e x e ~ ~ t i ~ ~  a u t ~ o ~ t y  granted by Order ~ 5 - 2 - ~ ~ .  
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FESPONSES TO INTEFtROGATOFUES 

(I) If selected as b a ~ ~ u ~ ,  ~ o n t i n e n t a ~  will accept a con~ition in its 

c ~ r t i ~ c a t e  w h i ~ h  (a) ~ e r m i t ~  it to im~lement a~thority ~ i t h i n  the first year shou~d 

the primary carrier ~ i t h d r a w  from the market and @) expires at the end of one 

year s h o ~ ~ d  the authority not be activated. 

(2) If selecte~ for ~ r i m a ~ y  authority, Continenta~ wiil accept a con~ition in 

the ~ e r t i ~ c a t e  r e ~ u i r ~ ~  insti t~t~on of service by a date s ~ e ~ i f i e d  by the 

Department, The Department s h o ~ ~ ~  s ~ e ~ ~  start-up ~ i t h i n  30 days of the 

award. 
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~ o ~ e r t  E. Cohn 
Shaw, P i t t ~ a n ,  Potts & T r u ~ ~ r i ~ g e  
2 3 ~ 0  N Street, N.W. 
5th Floor 
W a s h i n ~ o n ~  D.C. ~ 0 0 3 7  
(for ~ e ~ t a )  (by h a n ~ )  
(4 copies) 

~ i cha rd  J. Fahy, Jr. 
~ o n s u l ~ i n ~  ~ t t o r n e y  
808 17th Street, N.W. 
Suite 520 
~ a s h i n ~ u n ,  D.C. 2 0 ~ ~ 6  
(for ~ W ~ )  @y h a n ~ )  

Frank J. ~ o t ~ r  
~ s ~ ~ s t a n t  Genral Counsel 
~ S ~ r  
Crystal Park Four 
2345 C ~ s ~ a l  Drive 
8th Floor 
~ ~ n ~ o n ,  ~~ 2 2 ~ 2 7  
(2 co~ies) 

Carl B. Nelson, Jr. 
~ssociate General Counsel 
~ ~ e ~ i c a ~   lines, Inc. 
1101 17th Street, ~ . W .  
Suite 600 
Washin~on, D.C. 2 ~ ~ 3 6  
(fur F l a g ~ h i ~  ~ ~ 1 a  ~ e r i ~ a n  Eagle) 
(by   an^^ 

~ e ~ a n  Rae Poldy 
~ssociate ~ e n e r a l  Coun~el 
~ o r t h ~ e ~ t  ~ r l i n e s ,  Inc. 
901 15th Street, ~ . W .  
Suite 310 
~ a s ~ i n ~ o n ,  D.C. ~ 0 0 0 5  
(by hand) (4 co~ies) 

~ i c h a r ~  I3. ~ a t h i a ~  
~ u c ~ e r t ,  ~ c o u t t  & ~ a s e n ~ e r g e r  
~ 8 8  17th ~ t r ee t ,  N.W. 
Washin~on, D.C. 2 0 0 0 ~  
(for ~ S ~ i r )  (by hand) 
(2 ~ u p ~ e ~ )  


